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FROM John Naimo
Acting Aud itor-Controller

SUBJECT LOS ANGELES CHILD GUIDANCE CLINIC - A DEPARTMENT OF
MENTAL HEALTH AND DEPARTMENT OF CHILDREN AND FAMILY
SERVICES PROVIDER - CONTRACT COMPLIANCE REVIEW

We completed a contract compliance review of Los Angeles Child Guidance Clinic
(LACGC or Agency), which included a sample of billings from Fiscal Years (FY)
2011-12 and 2012-13. The Department of Mental Health (DMH) contracts with LACGC
to provide mental health services, including interviewing Program clients, assessing
their mental health needs, and implementing treatment plans. The Department of
Children and Family Services (DCFS) also contracts with LACGC to provide
Wraparound Approach Services (Wraparound) Program services. The Wraparound
Program provides services to children and their families such as therapy, housing,
education, and social assistance.

The purpose of our review was to determine whether LACGC provided the services
outlined in their County contracts, billed DMH for program services provided, and
appropriately spent DMH and DCFS Program funds. We also evaluated the adequacy
of the Agency's financial records, internal controls, and compliance with their contracts
and other applicable guidelines.

During FYs 201 1-12 and 2012-13, DMH paid LACGC approximately $12.8 million and
$15.3 million on a cost-reimbursement basis, and DCFS paid the Agency approximately
$651,000 and $709,000 on a fee-for-service basis. The Agency provides services in the
Second Supervisorial District.
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Results of Review

DMH Program Review

LACGC generally maintained documentation to support the billings and LACGC staff
had the required qualifications to provide DMH Program services. However, LACGC
needs to improve the quality of documentatíon in their Client Care Plans and lnformed
Consents.

LACGC's attached response indicates that they will provide training to their case
managers and psychiatrist, and their Quality Management Evaluation and Training
Division will review docu mentation complefeness.

DMH and DGFS Fiscal Review

LACGC recorded and deposited DMH and DCFS payments timely, and their DMH Cost
Report appropriately reconciled to their financial records. However, LACGC charged
ç20,719 to the DMH Program and $11,612 to the Wraparound Program in questioned
costs, and did not always comply with the County contract requirements. Specifically,
LACGC charged the:

DMH Program $5,070 in FY 2012-13 for client rent assistance without any lease
agreements as required by the DMH contract.

DMH Program $1,929 in FY 2012-13 for equipment not used for the DMH Program

Wraparound Program $6,400 in FY 2011-12 and $2,897 in FY 2012-13 for client
related expenditures without appropriate documentation to support the expenditures.

DMH Program for the shared payroll expenditures. After our review, LACGC re-
allocated the employee's salary to all benefited Programs, and determined that their
FY 2011-12 andFY 2012-13 DMH Cost Reports should be reduced by $7,253 and
$6,467, respectively.

o Wraparound Program $2,315 in FY 2012-13 for DMH training.

LACGC's attached response indicates that they adjusted theír DMH and DCFS cosfs
accordingly, and resubmitted their Cosf Repods.

Details of our review, along with recommendations for corrective action, are attached.

a

a

o

a
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Review of Report

We discussed our report with LACGC, DMH, and DCFS. LACGC's attached response
indicates that they adjusted their financial records to reduce the questioned costs and
will submit their revised Cost Reports to DMH and DCFS.

We thank LACGC management and staff for their cooperation and assistance during
our review. Please call me if you have any questions, or your staff may contact Don
Chadwick at (213) 253-0301 .

JN:AB:DC:EB:SK

Attachments

c: Willíam T Fujioka, Chief Executive Offícer
Philip L. Browning, Director, Department of Children and Family Services
Dr. Marvin J. Southard, D.S.W., Director, Department of Mental Health
Shelly Holmes, Board Chairperson, LACGC
Elizabeth Pfromm, President and CEO, LACGC
Public lnformation Office
Audit Committee



Attachment I

LOS ANGELES CHILD GUIDANCE CLINIC
DEPARTMENT OF MENTAL HEALTH AND

WRAPAROUND APPROACH SERVICES PROGRAMS
CONTRACT COMPLIANCE REVIEW

FISCAL YEARS 2011.12 AND 2012.13

PROGRAM SERVICES

Obiective

Determine whether Los Angeles Child Guidance Clinic (LACGC or Agency) provided
the services billed to the Department of Mental Health (DMH) in accordance with their
DMH contract and related guidelines.

Verification

We selected 45 (1%)of the 9,109 approved Medi-Cal billings and 10 (1%) of the 890
approved full-day billings for August and September 2012, which were the most current
billings available at the time of our review (August 2013). We reviewed the
Assessments, Client Care Plans, Progress Notes, lnformed Consent, and Weekly
Summaries maintained in the clients' charts for the selected billings. The 45 billings and
10 full-day billings represent services provided to 25 clients. ln addition, we reconciled
an additional 101 service days billed forthe DayTreatment lntensive (DTl) Program to
the client attendance sheets.

Results

LACGC generally maintained documentation to support the billings reviewed. However,
LACGC needs to improve the quality of documentation in their Client Care Plans and
I nformed Consent forms.

Client Care Plans

LACGC did not complete some elements of two (8%) of the 25 Client Care Plans
reviewed in accordance with their DMH contract. Specifically:

One Client Care Plan for the Targeted Case Management (TCM) service did not
contain specific or measurable objectives. lt also did not contain the objectives
related to the presenting problem, diagnosis, or functional impairment document in
the Assessment as required by the DMH Provider's Manual, Chapter 1, Page 1-11.
According to the DMH Provider's Manual, Client Care Plans should include
clinical/case management objectives that are SMART (specific, measurable,
achievable, relevant, and time-bound), and they should relate to the identified mental
health impairments and diagnosis/symptomology as documented in the Assessment.

o
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Los Anseles Ghild Guidance Clinic

One Client Care Plan was not developed for the TCM service although the services
were provided as required bythe DMH's Provider's Manual, Chapter 1, Page 1-10.
According to the DMH Provider's Manual, a TCM service should be associated with
an objective. We noted a similar finding during our prior monitoring review.

lnformed Consent Forms and Annual Medication Review

LACGC did not document Informed Consent for one (14%) of the seven clients
reviewed who received treatment with psychotropic medication as required by the DMH
Provider's Manual, Chapter 2, Page 2-11. According to the DMH Provider's Manual, a
voluntary client shall be treated with psychotropic medications only after s/he has been
informed by the physician of his/her right to accept or refuse such medications.

ln addítion, for one client who received medication for over a year, the Agency did not
document the annual review of the medication as required by the DMH Policy and
Procedure 103.01 ,4.1.2.1. The DMH Policy and Procedure requires the prescribing
physician to document their review of medication with the client at least annually even in
the absence of medication changes. lnformed Consent forms and the annual review
document the clients' agreement to a proposed course of treatment based on receiving
clear, understandable information about the treatments' potential benefits and risks.

Recommendations

Los Angeles Child Guidance Clinic management:

1. Ensure that Client Gare Plans are completed in accordance with their
Department of Mental Health contract.

2. Ensure that lnformed Consent is documented in the client's chart prior
to treatment with psychotropic medication, and that medication is
reviewed on an annual basis.

STAFFING LEVELS

Obiective

Determine whether the Agency maintained the appropriate staff to client ratio of 1:8 in
their DTI Program.

Verification

We selected five days that LACGC billed for the DTI Program in August and September
2012, and reviewed the clients and staff sign-in sheets and staff tímecards.

AU DITOR-CONTROLLER
COUNTY OF LOS A,VGELES



Results

LACGC maintained the required staff to client ratio in their DTI Program

Recommendation

None.

STAFFING QUALIFICATIONS

Obiective

Determine whether LACGC's treatment staff had the requíred qualifications to provide
the mental health services.

Verification

We reviewed the California Board of Behavioral Sciences' websíte and/or the personnel
files for 20 (16%) of the 128 LACGC treatment staff who provided services to DMH
clients during August and September 2012.

Results

Each employee reviewed had the qualifications required to provide the billed services

Recommendation

None

CASH/REVENUE

Obiective

Determine whether LACGC properly recorded revenue in their financial records,
deposited cash receipts into their bank accounts timely, and that bank account
reconciliations were reviewed and approved by Agency management timely.

Verification

We interviewed LACGC personnel, and reviewed their financial records and June 2013
bank reconciliations for two bank accounts.

AU DITOR-CONTROLLER
COUNTY OF T-OS A,VGE¿ES
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Results

LACGC properly recorded revenue in their financial records, deposited DMH and
Department of Children and Family Services (DCFS) cash receipts tímely, and bank
reconciliations were reviewed and approved by Agency management timely.

Recommendation

None.

EXPEND¡TURES/COST ALLOCATION PLAN

Obiective

Determine whether LACGC's Cost Allocatíon Plan (Plan) complied with their County
contracts, and íf expenditures charged to the DMH and Wraparound Approach Services
(Wraparound) Programs were allowable, properly documented, and accurately billed.

Verification

We reviewed the Agency's Plan and their financíal records for 112 (57 DMH, 23
Wraparound, and 32 shared) non-payroll expenditures, totaling $816,459 ($348,940
DMH, 947,074 Wraparound, and $420,445 shared), charged to the DMH and
Wraparound Programs from January 2011 through June 2013. We also interviewed
Agency personnel.

Results

LACGC's Plan was prepared in compliance with their County contracts requírements,
and LACGC maintained documentation to support 98o/o of their Program expenditures.
However, LACGC charged $6,999 to the DMH Program and 811,612 to the
Wraparound Program in questioned costs. Specifically, LACGC:

Charged the DMH Program $5,070 in FY 2012-13 for client rent assistance without
any lease agreements as required by the DMH contract. After our review, the
Agency removed the $5,070 from the DMH Program costs. However, the Agency
needs to submit a revised FY 2012-13 Cost Report.

a

a

a

Charged the DMH Program $1,929 in May 2013 for a laptop and laser printers that
did not benefit the DMH Program.

Charged the Wraparound Program $6,400 in FY 2011-12 and $1,750 in FY 2012-13
for client rent assistance without lease agreements and other documentation to
support the expenditures. LACGC made checks payable to their staff and a client's
mother instead of landlords, and did not provide documentation to support that the
landlord received the correct rent amounts for client housing.

AU DITOR.CONTROLLER
COUNTY OF LOS A,VGELES



Los Anoeles Child Guidance Clinic Paqe 5

a Charged the Wraparound Program $2,315 in FY 2012-13 for DMH training

Charged the Wraparound Program $1,147 in FY 2012-13 for purchasing furniture for
a client without an invoice, itemized receipts, and documentation to support the
client's needs.

o

Recommendations

Los Angeles Child Guidance Clinic management:

3. Reduce the Fiscal Year 2012-13 Department of Mental Health Gost
Report by $6,999 ($s,OzO + $1,929), and repay the Department of Mental
Health for any excess amounts received.

4. Reduce the Fiscal Year 2011-12 Wraparound Approach Services
Program expenditures by $6,400 and the Fiscal Year 2012-13
Wraparound Approach Services Program expenditures by $5,212
($2,315 + $1,750 + $1,147), and repay the Department of Children and
Family Services for any excess amounts received.

5. Ensure that only allowable Program expenditures are charged to the
DepaÉment of Mental Health and Wraparound Approach Services
Programs.

6. Ensure that the Department of Mental Health and Wraparound Approach
Services Program expenditures are supported with adequate
documentation.

7. Ensure that equipment purchased with the Department of Mental Health
and Wraparound Approach Services Program funds are solely used for
the benefit of the Programs.

FIXED ASSETS AND EQUIPMENT

Obiective

Determine whether LACGC's fixed assets and equipment purchased with DMH and
Wraparound funds were used for the appropriate Programs and adequately
safeguarded.

Verification

We interviewed LACGC personnel, and reviewed the Agency's fixed assets and
equipment inventory list. We also performed a physical inventory of 23 items purchased
with DMH and DCFS Wraparound funds in prior years to verify the items exist and were
being used for the Programs.

AU DITOR-CONTROLLER
COUNTY OF ¿OS AAÍGELES
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Results

LACGC used the 23 items sampled for the appropriate Programs. However, LACGC
does not conduct a yearly inventory. Agency management indicated that the last
inventory count was in 2011.

Recommendation

8. Los Angeles Ghild Guidance Glinic management perform an annual
inventory.

PAYROLL AND PERSONNEL

Obiective

Determine whether the Agency appropriately charged payroll costs to the DMH and
Wraparound Programs, and maintained personnel files as required.

Verification

We compared the payroll costs for 30 (16 DMH, six Wraparound, and eight shared)
employees, totaling $144,006 ($79,545 DMH, $14,751 Wraparound, and $49,710
shared) for May 2013, to the Agency's payroll records and time reports. We also
interviewed staff and reviewed their personnel files.

Results

LACGC maintained personnel files as required. However, LACGC charged 100o/o of a
shared employee's payroll costs to the DMH Program instead of allocating the payroll
costs to all Programs that the employee worked. LACGC charged the DMH Program
$72,527 in FY 2011-12 and $64,669 in FY 2012-13 for 100% of the shared employee's
payroll costs. After our review, LACGC re-allocated the employee's salary to all
benefited Programs, and determined that their FY 2011-12 and FY 2012-13 DMH Cost
Reports should be reduced by $7,253 and $6,467, respectively.

Recommendation

9. Los Angeles Ghild Guidance Glinic management reduce the Fiscal Years
2011-12 and 2012-13 Department of Mental Health Cost Reports by
87,253 and $6,467, respectively, and repay the Department of Mental
Health for any excess amounts received.

AU DITOR-CONTROLLER
COUNTY OF LOS AA'GEIES



Los Anqeles Child Guidance Clinic Paqe 7

DMH COST REPORT

Obiective

Determine whether LACGC's FY 2011-12 DMH Cost Report reconciled to their financial
records.

Verification

We compared the Agency's FY 2011-12 DMH Cost Report to their financial records.

Results

LACGC's FY 2011-12 DMH Cost Report reconciled to their financial records.

Recommendation

None.

AU DITOR-CONTROLLER
COUNTY OF tOS AA'GELES
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Jwte 26,2014

Mr. John Naimo
Actilg Aud itor'-Lì ou tloller'
Cortnty of Los Angcles
l)epa ûnrent of Auditor'-Cloutl'o f Icl
l(emeth l{ahn Hall of Adrrrinistrzrtion
500 West'leurple Street, Roolrr 525
Los Angeles, CA 90012-3873

I{I: Fisc¿rl Ye¿rrs 2011-12 and 2012-13
Depaltment of Mcntal I [ealth and
Depaltmenl of Chilclren zurcl Family Sclviccs Wraparouncl
A.pploach Contract Compliance Rer¡iew
Results and R,equestecl Corleotivc Action Plans

Deal ML-, Naimo,

The Cllinic (LACCC) r'eceivecl the lìnal Contlact Clonrpliance Revier'v leport
issued fol fiscal yerrs 201 1-2012 ancl2012-2013. Wc aglee with results cliscr-rsscd in
the lìnal repotl, and notc tlnt thc Clittic providÉs setvices iu the tìrst anci seconcl
supervisorial distlicts. Eight conrpliaucc area"^ were fevjeweci, as dividtrd into two
categories: Depaftmcnt of'Mental Ìlealth (DMI-Ð plogr:Éìuls anclDVlFJ/Dopartrnent of'
Child anc{ Irarnily Servíces (DC}S) WlaparounclApproaclr fiscal items.

Of the eiglrt areas, we âglre that half of thcm resr"rlted in no recommenclatiorrs
iì-rr irnploventent. Fotn'areas foullcì in compliance addtessed rrraìntaining recluiled
staff,rng levcls in our eat'l1, iutervention clay tt'eahnent progratn, ensuring stafl
qtralilìcations. managing cas.h/rcver1Lre and l'econciling cost reporl dollars to frnancial
recotcfs, Specifically, we agrco thrrt our prc,grâur nìanågeÍ ellsured that. the f)av
Trcatment Intensive Progt'anr consistently maintain the lequired l :8 stallÌlo clienr
ratjo while plovíding ctaily eaLly iftelvention serviccs to vcly yourlg chi.ldren, a.s rvell
¿s the 1àct [hat each of ou'mental health selvice provicìcls hatl qualitÌcations as

recluired to provide t¡e services billed, We also agroe thaf otrt accorulting plactices
result in plopel'ly recorded leverl.u<: , de¡losìts macle timely and that out lxauagement
stafT revicwecl and applovecl bank rr¿conciliations in a tirnely manner, These
collective areas initially clemonsÍrale LACGC's continaing efforts to lcmain a
proviclel of quality services to oul colnnlunily, as it has fot ahoutthe lastninety i,ea¡g



Attachment ll
Page 2 oÍ 4

los Angeles Child Guirlance Clinic

I'lans ttf Correction

As requestecl, the following aclclrcsses lecomrnenc{ertions made 1òr'irnpl'overnents ìn

the hnal tbur al'eas.

I. Plt-rglam,Sel'vices

l. Iinsut'e rhut clíenl care plan's tn'e com¡:letecl,

The r.evicwers founcl th¿l92o/o of clicnt care plans reviewecl, meauing 23 of 25

plans c{oourlentecl by stalif wele comple te. Both ¡rlans Wele fbr talgcted case

m¿ìÌlagement scrvicss plovicled by staffholding bachelol lci,el clegrees,

2. Enstre lhal inJbrrtec[ consent Ìs tlocumented in lhe clienl's charl priut to
tredlmenl v,ith pÐtchotropic tnetlicctlion, qnd tltctt medication ìs ruvíet4tecl on an

únnuul bosìs,

DMIT ¡equires Llrat clients be [reaterl with psychott'trpic nredications atler

being informecl by the physician of thc right to accept ol le fuse medications. The

rcviewers found that six of ù-even clients' chatts included clocumentation of their

int'ontrccl cotrseltt,

hr tùc pr.oglaln services area, we accept the tet¡iewet's' tecotnnìendations to
improve quality of documentatiorr by our case lnanager ¿rnc1 oltl psyclúatrist. Our'

Quality Management EvalLLation and'I\'ainìng division will ptovide t'etlaining to tlte
r\ryo case managers by focusing on thc DMH Provicler's manual t'cquiremetrts for this

servicc. Thcil lespeotive supe'n'isors will also receivc reilejning.

LACGC also agrccs that quality documentation includes a client's wl'itten
verilìcation of inforrned col'ìsent, as discussed betweerr psychiatrists and clients, as

well as w'itten annnal r..evirrrlvs r¡f nredication services, The physíciatr rvill bc

retrainecl, and rcview of clocurncnt completìon will clccr.ll' lry or:r'Quality Management

Evalualion an<l Tlaìn ing divi sion.

IL Expcnditut'es

'l'he leviewers uote that clocurnentation ,'vas urailltained for 9Boá of prograrn

expenditures, Meaning, accountittg stafl'pr'ovided acceptable tmclcing r¡f and

r-locumentation including rcceipts lbl tlie rnajority of i[ems.

Regalcling reconlnendation tltee, the Ciinic's.DIVIH CosL Rcport has been

reviseil to reduce costs accordingly and lcsubmittecl. Because fiscal year' 2012-2013

has not been setllcd pel usrnl contlact procedures rryith DMtI, thc Cliric has not yet

been paicl. The proceclure of rcduoirtg tlte costs as requestecl in this area wi[l t'esr-llt in
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not being paicl f'or these iterns, as reconlmendetì, whcn settlement activities tbr the

cost L'einrbutseurent conhact c¡ccur in the futute.

Aclclressing recommeÐ.clatiorr numbel f'orlr, thc Clinic's DCt"S Wraparound
financial.s I'ot both fîscal yeals have been levised te tectuco costs accorclingly and

resubrnitted, Tlie Wlaparound Progmm lias a tlcÍrciI gleatel than the requestect

rcduction amoLrllt in both tiscal yeals, FY I 1-12 totals 520,647 and F'Y l2-1 I totals

fj30,269. 'lhere.fore, ncr repayrneirt is leqLrir:ecl.

Recomrnenclation five concernso in part, the training of two stafTassigned to

the l)ep*r'tment of Childrcn and Faurily Services Wraparound plogt'anÌ in a DMH best

practice for worlcing with palerits. We explaincd that otu'progr¿ìn staiÏwas able to

¡rlovide a highcr' lcvel of quality selvice to parents irr the Wraparouud Proglam. We

will review language ancl auclitors' feeclback and retíse cost assignurcnt placl.ices pel'

DMH and Wraparourrd Progranr contlac.t ancl manr¡al teqtiircrnents so that
experrclitures are tt'acked fol plogralns ¿tppt'opriately and ttain accounting stafl
accordingly. The accounting department manager will charge DMI-I and DCFS f'oL

costs per theil respective ¡troceduJ:es as applopriate to their lespective cotllracts,

Recommendation six act{resses adcquate docutnentation I'or client costs,

Explairring that in oul high neecls service atea clicrrts facing homelcssness crften

requile inrnecliate funìtule and/ot housìng, rve agt'eed .,vith l'eviewers that one item

discussed in part as a clreck rnade to statT resuited [r'om a selvicc providel'

accorllpanyîng a client to pay a landlord's onsite manfl^gcL, ancl itrcompletc receipts

wcte submittecl b¡r staff,. Neithel' activity is possib)e undel L.A.CGC's culent contl'ol
practices. Meaning, prior Lo this leview, L¿\CGC's accounting dcparttlent managcr

revised arrd instituted additional contrcls that eliminateclcheclcs mzrcle pa¡rable to staff

tbr clíerrt rent ancl stt'engthenecì receipt lcquirements, LACGC agfees adequate

documentation is rcquiled to verify expenditules of public dollars ancl we will again

i'eview ancl instítute practices inclucling intet'nal ploceclut'es to nìeet ot exceed

funclets' stanclarcls, such as itenrizerl t'eceipts antl lease agLeenteilts l}om landlorcls,

To ensure that equipmenl pu:chased fcrr each contract be ursed solely for eithel
ptogîam as lequir'e ct by leconmendalion nunbcl sevell) our accottntiug department

will r:equesf the nseL narne(s) or I'ooltl numbet's fiol equipntent pru'chased so that the

equipment will solety bc charged to the benetitted pl'ograln,

IIL lrixecl Assets and Ec¡uipmet:t

Thc reviewels founc'l that LACGC's last inventory couni u,as in 201 l. The

2014 inventory of laptops ancl technology equipnrcrrl is now cotnplete. LACCC
lllanagemcnt rvill continue the ínventoLl'as schedulecl, as well as ensure that

invenloly of propelty be completeci on arr arutual bnsis pel the ciglrth
r"ecommettclatiou.
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IV. Pa.vroll. a:tiJ Personttei

'['lie reviewels flouncl thaÍ all pelsonnsl tiles rvere maintaíne d according to

rec¡uirements, Òf the 37 indiviclual stalTrevieu'edforciivision of costs whichrequires
n ¡r'e.at arnnllnt nf rletaìlr:r¡l lime. trac.ìcing hctween llt'ograüls: onlv one shalccl IT staiï
was mistakcnly clrarged to DMH ouly, Pel the ninth tecommendation, lve

acknowledged this mistake with the lcvieweL's on site. upclated inteural t'eview

practices ancl revjsecl or¡r'DMH Cost Reports for both fiscal ycars accot'dinglS', as

cliscussed. The dollar amor¡nts.,viil be rcconciled cluring c.ontract settlement

¡:roceclures,

ï/e thank yolu'personnel for thoir collabot'ative pÍocess of teview dtuing their

on-síte ,uvork, meeting-s helcl in person with oul team at youl otfices, and during

pr.clratation of the final clocument. Thc review revenlccl our staff s many successes in

meeting requii'ements to plovicle quality mcntal healih anclprogranr sel'vices via

qualitied staff and responsible fisoal managetttent, as well as cllorts to irnpt'ove

compliance which to date have, and will continue to, improve management ollprrblíc

dollars.

Sincelely

Elizabeth Pfiomrn, MPA
President/CìËO


